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Course Number and Title:
Session:
Instructor:
Phone Number:
Office Hours:
GOVERNORS STATE UNIVERSITY
College of Business and Public Administration
FIN 420 Advanced Corporate Finance
Spring Trimester 1996
M-W 1:00-3:50
Prof. David Gordon
(708) 534-4963
e-mail d-gordon@acs.gsu.bgu.edu
Monday/Wednesday 4:00 - 7:30 P.M.
(And by appoinment)
ThreeCredit Hours:
Catalog Description:
Focuses on the application of financial management tools and techniques. The
case study method is used to cover such topics as profit planning, leverage
analysis, working capital management, capital budgeting, and valuation of the firm.
Prerequisites: FIN 301
Textbook:Principles of Corporate Finance by Brealey and Myers. (4th ed.)
Assigned journal articles, listed on 3rd page.
Rationale:
This course obviously deals with corporate finance. It will focus on how companies
raise capital and how they invest it. Financial management is important, interesting
and challenging. It is important, because today's capital investment decisions may
determine the businesses the firm is in 10, 20, or more years ahead.A firm's
success or failure depends in large part on its financial decisions and planning.
This course will also introduce several theories and how they relate to various
topics dealt with in the course. A solid awareness of financial theory is
fundamental to the financial manager of a corporation . These broad theories can
be applied to an infinite number of cases that may arise in a corporate setting.
The latter part of the course will allow students to utilize their knowledge of
financial theory and apply it to assigned cases. This will also give students
invaluable opportunties to speak in public.
Course Objectives:
1. Understand and master time value of money concepts, especially as they apply
to present value calculations.
2. Pricing of bonds and stocks.
3. Understand and apply capital budgeting techniques under certainty and
uncertainty.
4. Understand and apply risk/return topics in a corporate setting.
5.Survey several practical problems on capital budgeting and apply different
statistical methods to help solve these problems.
6. Possess a thorough knowledge of market efficiency.
7. Survey methods used by corporations to issue securities.
8. Understand why a corporation would pursue a particular dividend policy.
9. Understand why a corporation chooses a particular capital structure.
Course Evaluation Information:
Evaluation:
Midterm 50%
Final Exam 50%
Grading Scaie: Will be determined at the end of the semester.
Syllabus statement for Persons with Disabilities:
It is the intention of the institution to support full participation of ail students,
regardless of physical ability level. Therefore, if any student needs consideration
of his/her physical abilities in order to complete the course, please notify the
instructor as soon as possible.
J$P\ Reading List for Advanced Corporate Finance
1. The Effects of a Firm's Investment and Financing Decisions on the
Welfare of its Security Holders by Eugene Fama.
2. CapitalBudgeting Practices in Large American Firms: A Retrospective
Analysis and Synthesis by Scott and Petty.
3. Estimating the Divisional Cost of Capital: An Analysis of the Pure Play
Technique by Fuller and Kerr.
4. Dividend Policy, Growth, and the Valuation of Shares by Miller and
Modigliani.
5. The Effects of Dividend Yield and Dividend Policy on Common Stock
Prices and Returns by Black and Scholes.
6. The Effect of Personal Taxes and Dividends on Capital Asset Prices by
Litzenberger and Ramaswamy.
7. Dividends and Taxes: Some Empirical Evidence by Miller and Scholes.
8. Dividends and Taxes by Miller and Scholes.
9. Does the Investment Interest Limitation Explain the Existence of
Dividends? by Daniel Feenberg.
io. Priority of Claims in the Event of a Bankruptcy.
n. The Cost of Capital, Corporation Finance, and the Theory of Investment
by Modigliani and Miller.
12. Corporate Income Taxes and the Cost of Capital: A Correction by
Modigliani and Miller.
13. Theory of the Firm: Managerial Behavior, Agency Costs and Ownership
Structure by Jensen and Meckling.
14. Bankruptcy Costs: Some Evidence by Jerold Warner.
is. Debt and Taxes by Merton Miller.
In addition to the above articles there will also be reading assignments in the
textbook, Principles of Corporate Finance by Brealey and Meyers. If time
allows there will be one or two additional readings assigned near the end of
the course. Remember the bulk of exam material (especially final exam
material) will come from the articles listed above.
